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KING’S DAUGHTERS MEDICAL CENTER
Taking Medicine Further: How a Local Health System
Strives to Bring World Class Care to a Rural Community
Nga Thi Chu
Anthony Dotson
Xiaofei Wang
The Origin of “World Class Care”
When the average person thinks of world-class care, many names come to mind: Kiser
Permanente, Cleveland Clinic, and Johns Hopkins are among a few. There is no doubt that these
institutions have raised the bar for the healthcare industry; however, Kings Daughters Health System
in Ashland, Kentucky is striving to develop their vision of world-class care. It is difficult in today’s
economy for smaller, rural hospitals and health systems to compete with the larger organizations.
This paper will focus on Kings Daughters Health System, a community health system in Ashland
and other surrounding communities in Eastern Kentucky and Southern Ohio, which makes worldclass care part of its vision for the future.
Kings Daughters Health System has been in existence for over one hundred years, and there
has been many highlights; such as impressive expansion, awards, and national certifications. There
have been bumps in the road along the way, however, such as layoffs and economic hardships. A
tightening of reimbursement from the government, stricter standards set on providers, charity care
increases, and new federal laws have contributed to these drastic changes to the external
environment of the healthcare industry. These changes to the external environment must also
impact the internal environment of the health system.
In spite of these hardships, Kings Daughters Health System dedicates itself to the future of
the health system. This future includes continued growth in the Portsmouth, Ohio area and also in
the Prestonsburg, Kentucky area. These expansion projects will increase the market share for Kings
Daughters Health Systems from both geographical sides in hopes to increase the market power for
the health system.
Kings Daughters Health Systems has a long history. The precursor of Kings Daughters was
a small three room health care facility that opened over a drug store called Poage, Elliott, and Poage
on Winchester Avenue in Ashland Kentucky in 1897. Two years later in 1899 a branch of the
International Order of the King’s Daughters and Sons, which is a Christian Service Organization,
called the What-so-Ever Circle became involved with the facility. The What-so-Ever Circle moved
the facility to the corner of 18th avenue and Greenup Avenue in Ashland and named the new facility
King’s Daughters hospital (Ashland Centennial Committee, 2007). Growth was slow over the next
90 years. Highlights of this time were the introduction of a new 50 bed facility in 1915, adding an
emergency room in 1967, and a new facade and lobby in 1988. More growth happened in the 1990's
in the organization. From 1990 to 1992, the hospital added a new parking garage that held a medical
library and the Health Education Center on the lower levels. In the late 1990’s, the growing medical
staff prompted the construction of Medical Plaza A, which opened in 1998. This building held
physician offices, a Wendy’s restaurant, a National City Bank, and a cafe for the medical staff and
patients (About KDMC, 2006).
The most substantial development for the medical center was in the 2000’s. In 2000, the
hospital opened a massive expansion to the hospital called the Center for Advanced Care. This
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extended the Intensive Care Unit, the Cardiac Catheterization Lab, as well as added a Cardiac Alert
Unit. The roof of this expansion held a Helipad for transportation of patients via helicopter. 2005
was a successful year for expansion when the hospital opened Medical Plaza B, which held physician
offices, a weight loss center, and a new pharmacy. Also, that year saw the launch of an additional
parking garage and the Hospitality House, which offered out of town patient’s family members a
free place to stay. In 2006, the Heart and Vascular Center opened to enlarge the cardiac services of
King’s Daughters. Also in 2006 the Center for Advanced Imaging opened for outpatient imaging
services and breast care services (About KDMC, 2006). In the last 5 years, King’s Daughters have
expanded into different companies that provide services that promote the health system, and as a
result, in 2011 King’s Daughters Medical Center restructured its operations into divisions to better
manage all of the various companies they manage.
It is evident that the majority of growth happened between the late 1990’s until now. This
growth can be attributed to the change in leadership that happened simultaneously. In 1996, King's
Daughters Medical Center acquired a new CEO named Fred Jackson. Fred Jackson had extensive
experience in large healthcare organizations, the most recent besides King’s Daughters being the
regional President of the Central Region for Meridian Health Systems which is a comprehensive
health system located in and around New Jersey (Administration Profile, 2012). Mr. Jackson brought
with him a vision of growth and development, which led to aggressively growing and building
Family Care Centers and other services throughout Eastern Kentucky and Southern Ohio.
Fred and the administration of the hospital knew that if the growth process were to be a
success, he would need someone to manage the finances of the health system in a similar dynamic
manor. This knowledge prompted the hospital to obtain the Chief Financial Officer of Midwest
Regional Medical Center, Paul McDowell. Midwest Regional Medical Center is one of the largest
medical centers in their area of Oklahoma. Paul now serves in the same role, Chief Financial Officer,
as he did with Midwest (Administration Profile, 2012). The medical Center added other executive
officers from outside the organization that supported its plans for growth, such as Cathy CooperWeidner as Chief Information Officer. Cathy also came from a larger organization, Memorial Health
System in South Bend Indiana where she served as the Chief Information Officer (Administration
Profile, 2012). She led the charge for the expansion of Information Technology over the health
system, and the implementation of EPIC, an industry leader in electronic health records.
With systematically adding outside influences in administration to promote growth, Fred
Jackson also knew that he had to promote internally to support the medical center through the
process of change. Internal resources brought into administration included long time King’s
daughter’s employees. Kristie Whitlatch was a long time employee of the medical center and
promoted as the Chief Operating Officer. Stacy Patrick was also one time a nurse at King’s
Daughters and promoted as the Chief Nursing Officer. Finally, Mona Thompson, who had served
in various leadership roles, became the Vice President over Quality (Administration Profile, 2012).
All of these administrators were familiar faces in the company and could facilitate the transition
period that always comes with growth and change.
The Structure of “World Class Care”
As stated earlier, in 2011 King’s Daughters Medical Center changed its name to King’s
Daughters Health Systems. This change reflects the wide range of companies that currently
encompasses the health system. King’s Daughters Health Systems contain seven companies. Each
company has several functions in the health system.
The first company is the “Flagship” of King’s Daughters Health Systems and is the most
extensive and complex. King’s Daughters Medical Center has several sections, but the backbone is
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the main hospital. The main hospital in King’s Daughters Medical Center resides on Lexington
Avenue in Ashland, Kentucky. It is a 465 bed not-for-profit, locally owned regional referral center.
This extensive hospital ranks fourth in the state of Kentucky for overall admissions and, according
to the website, has one of the busier emergency rooms in Kentucky (About KDMC, 2012).
Located across the street from the main hospital is another part of King’s Daughters Medical
Center, the Center for Advanced Imaging. The Center for Advanced Imaging offers a wide variety
of imaging services that include Radiology, CT, MRI, Ultrasound, and Dexa scans. Laboratory
services are also available at this location. Another department in the Center for Advanced Imaging
is the Breast Care Center. This department offers Mammography services, and also includes the
Breast Care Boutique. This boutique fits wigs and prosthetic products to breast cancer survivors.
The various Family Care Centers also falls under King’s Daughters Medical Center. This is a
network of fourteen different facilities that provide physician services that cover over 150 miles
throughout Eastern Kentucky and Southern Ohio. The family care centers in Ohio are located in the
towns of Burlington, Ironton, Jackson, Portsmouth, Proctorville, and Wheelersburg. The family care
centers in Kentucky are located in the towns of Catlettsburg, Cedar Knoll, Flatwoods, Grayson,
Olive Hill, Pikeville, Russell, and Sandy Hook. These centers provide health care services. Some of
the centers have on site Laboratory, Radiology, Mobile Mammography, Mobile MRI, and CT
services. The Family Care Centers also contain the Occupational Medicine program, which provides
health services to the employees of King’s Daughters Health System (Family Care Centers, 2012).
With all of these Family Care Centers, there has to be physicians to provide health care
services. This is where the next department of King’s Daughters Medical Center enters the picture.
King’s Daughters Medical Specialties is a network of medical specialists and primary care physicians
designed to provide physician recruitment, retention, and employment for King’s Daughters Medical
Center. This group provides coverage for the Family Care Centers as well as hospital. There are
many specialties available in this group which includes: Colorectal surgery, Endocrinology, Family
Medicine, Gastroenterology, Nephrology, Neurology, Orthopedic surgery, Otolaryngology (ENT),
Physical Medicine, Plastic and Reconstructive surgery, Pulmonary, Critical Care, and Urology
(Medial Specialties, 2012).
King’s Daughters Medical Center also includes the Surgical Weight Loss Center. King’s
Daughters Medical Center Surgical Weight Loss Center provides weight loss programs. They also
provide outpatient Bariatric surgery for overweight or obese patients in the area. The weight loss
center, located in Ashland, Kentucky, has received many honors. They achieved designation of a
center of excellence for Bariatric surgery by Optum Health Clinical Excellence Institute and a Blue
Distinction Center by Blue Cross Blue Shield (Your Healthy Life, 2012).
King’s Daughters Home Medical Equipment is another part of King’s Daughters Medical
Center that has offices in Ashland, Kentucky and Ironton, Ohio. King’s Daughters Home Medical
Equipment supplies healthcare related furnishings and equipment. The patients need this equipment
when they no longer are staying at the hospital. Examples of the equipment they sell are wheelchairs;
lift chairs, hospital beds, and crutches. King’s Daughters Home Medical Equipment is an example of
King’s Daughters Health Systems diversifying into other industries, in this case retail (Home
Page.dkhomemedicalequipmen, 2012).
The last department in King’s Daughters Medical Center that is to be discussed plays a vital
role. King’s Daughters Health Foundation is a member of King’s Daughter Medical Center that
strives to receive financial aid. They acquire contributions and gifts for the medical center. Another
role they have is to promote the community outreach services of the medical center such as health
screenings, community education and community volunteers. Supporting the wellness program in
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order to help maintain employee health is another vital function of the health foundation (About Us,
2012).
The second company under King’s Daughters Health System is Kingsbrook Lifecare Center.
Kingsbrook Lifecare Center, located in Ashland, Kentucky, offers a place for customers who are in
need of extended long term care. This company operates as a subsidiary of King’s Daughters
Medical Center, and provides a lot of the same nursing care that is available in the hospital (About
Kingsbrook, 2012).
The Kentucky Heart Foundation is the third company under King’s Daughters Health
System. Located in Ashland, Kentucky, the Kentucky Heart Foundation is a non-profit company
and classified as a research institute. The heart foundation provides research, education, preventative
information, and early detection services to the community. The goal of the Kentucky Heart
Foundation is to improve the quality of life of cardiovascular patients by decreasing the impact of
their illness on their life (About the Foundation, 2012).
King’s Daughters Medial Transport is also a company under King’s Daughters Health
System. The purpose of this company is to provide various levels of integrated transportation
services to the many service areas associated with King’s Daughters Health Systems. Emergency
Medical Technicians (EMTs) and Paramedics employed by King’s Daughters Medical Transport
reside in a command center in Ashland, Kentucky. King’s Daughters Medial Transport supplies
transportation services by providing Non-emergency vehicle transportation. They provide such
things as wheelchair equipped vans and emergency vehicle transportation via ambulances and
helicopters. They also provide lifesaving services such as basic life support and advanced life support
(Welcome to KDMT, 2012).
The next company under King’s Daughters Health Systems is the Child Development
Center. This company provides on-site childcare services that are available to all the team members
of the health system. They provide services from newborn age to pre-school, and the services
payment can be payroll deducted (On-site Child Development Center, 2012).
The last two companies are still in their infancy and, as a result, there is little information
about them. The first company is King’s Daughters Integrated Health Insurance, which provides the
physicians of King’s Daughters Health Systems with malpractice insurance. This is the second
attempt of King’s Daughters Health Systems to diversify their industry. The second is the project
located in Portsmouth, Ohio. As of this writing the facility has not opened and, as a result, the exact
nature of the project is publically unclear (personal knowledge, 2012).
A Clear Vision for “World Class Care”
One thing Fred Jackson brought with him was a clear vision for the medical center. The
mission and vision of the hospital is clear statements of the healthcare that Fred wanted to bring to
the Ashland area. “To care, to serve, to heal” is the mission statement of King’s Daughters Medical
Center, according to the website. This statement states that the first priority of the health system is
to care for the people of the Ashland area. Caring is a basic standard for any healthcare organization;
they care for the sick. It also lets the community know that the hospital system is there to serve
them. Service to the sick and the family members of the sick is also a priority for the health system.
Obviously the last part of the mission is to heal. This insinuates that the health system is committed
to positive outcomes in regards to the sick customers they are serving. This clear statement lets
people know what the hospital system intends to provide for the community. This statement
accompanied the vision of the health system. The website also says, the King‘s Daughters Health
System’s vision is to provide “world-class care in our communities.” This bold statement illustrates
the commitment of the health system to provide a different level of care that is not available
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anywhere else in the current market. This statement also communicates to the community, and also
the competitors to King’s Daughters Health Systems, that the care provided at King’s Daughters is
of greater importance than is available anywhere else in the area. This differentiates the services of
King’s Daughters from the other healthcare organizations within the market. The statement of
“World Class Care” is also the basis of the culture within King’s Daughters. All of the customer
service and management guidelines are centered on the concept of “World Class Care” (Personal
Knowledge, 2012). In order to support this world-class care, King’s Daughters Health System must
first understand the environment that influences their services.
Political environment for “World Class Care”
One of the major influences that the environment of the healthcare industry has is the laws
passed by President Obama called the Patient Protection and Affordable Care Act (PPACA). The
PPACA, known as Obamacare, upheld by the Supreme Court and signed into law on March 23,
2010 by President Obama (Segal, 2010). The creation of this controversial law brought intense
conflict between political parties. According to the survey from the Kaiser Family Foundation
(KFF), it showed that there were 46% of Americans supporting the bill, and 42% of Americans
opposing it (Huntoon, 2011). Even so, the PPACA, with no doubt, is the biggest reform of
healthcare delivery system and the key milestone of the law in recent decades.
This comprehensive bill that focuses on prevention, wellness, and public health divided into
9 titles. These titles are quality, affordable health care for all citizens; role of public programs;
improving the quality and efficiency of health care; prevention of chronic disease and improving
public health; health care workforce; transparency and program integrity; improving access to
innovative medical therapies; class act; and revenue provisions (Wikisource, 2011). The main
purpose of the PPACA is reducing the spending on health care and decreasing the amount of lowerincome residents without insurance in the United States. For reaching these goals, the PPACA
establishes the National Prevention, Health Promotion, and Public Health Council which help
federal agencies elevate and coordinate public health activities. Under the PPACA, the Public Health
Council defined to have three principal duties. Firstly, the Council is responsible to provide federal
leadership on prevention activities. Secondly, the council must establish a National Prevention,
Health Promotion, Public Health, and Integrative Health Care Strategy which has the primary
objective to improve the healthcare quality, and reduce the negatively effects of preventable illness
and disability in the United States (Majette, 2011). The Council published the National Prevention
Strategy on April 4, 2011 and proposed the federal medical departments to work together and
change attention from sickness and disease to prevention and wellness for achieving the goal about
improving the healthcare quality for individual, families, and communities (Draft Framework
National Prevention Strategy, 2011). Thirdly, the Council needs to make “ recommendations to the
President and Congress concerning the most pressing health issues confronting the United States
and changes in Federal policy to achieve national wellness, health promotion, and public health
goals”(Supra note109). The creation of the Council and strategy support the federal government to
involve the entire population’s health and meet the requirement of the international health and
human right norms.
The provisions of the PPACA also focus on providing a reliable source of funding for public
health. For receiving a stable funding to support reform of healthcare, the Obamacare proposed to
raise taxes. Because of the requirements of the PPACA, there is more than $500 billion transferring
from American families to Congress for spending on new entitlements through tax hikes in the next
10 years. From 2010 to 2019, 18 different taxes will grow and produce an estimate of $503 billion
revenue to the federal government. There are three main tax hikes consisting of nearly half of the
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new revenue. Under the section 1401, 40% excise tax imposed on “Cadillac” health insurance plans
which are costing more than $10,200 for individual and $275,000 for families. The tax will be
effective in 2018 and predicts to gain $32 billion in 2019. Under the section 1411, for families which
annual income is more than $250,000 and individuals which annual income is more than $200,000,
the Hospital Insurance portion of the payroll tax will increase from 2.9% to 3.8 %. The tax takes
effect in 2013. The section 1411 also applies the 3.8% Hospital Insurance tax to investment income
for families making more than $250,000 a year, and for individuals making more than $200,000 a
year for the first time. The tax is effective in 2013. Combined with the increasing Hospital Insurance
portion of the payroll tax, the total raised revenue will be $210 billion by 2019 (Darby, 2011). This is
shown in Exhibit 1.
With the passage of the PPACA, the number of uninsured individuals will decrease
approximately from 57 million to 23 million by 2019. In the addition 34 million, about 18 million
individuals who are legal resident adults under 133% of the Federal Poverty Level will achieve the
primary Medicare coverage and about 16 million individuals will receive individual insurance
coverage. Compared to the prior law, the individual insurance coverage will increase from 26 million
to 42 million by 2019 (Foster, 2010).
In addition to increasing the insurance coverage rate for all residents in the United States, the
PPACA projected to reduce the rising expenditures on health care. The Congressional Budget
Office stated the enormous expenditures on health care would create enormous pressure to the
federal budget and increase the deficit in the future. The estimated gross federal costs of the
insurance portion in the PPACA will be more than $1.7trillion in the following 10 years. The net
expenditure will be 1.2 trillion, which offset $510 billion in the next decade resulting in net savings in
the Medicare and the deficit reduction (Foster, 2010).
Financial Stability of “World Class Care”
There are many things in the environment that can negatively affect King’s Daughters
Health System on a financial level. This was evident in June of 2012 when King’s Daughters laid off
an undisclosed number of employees. The reasoning for the layoffs was attributed to “declining
patient volumes, shrinking payments from both Medicare (the federal government) and Medicaid
(state governments), as well as other economic factors (The Floyd County Times, 2012).” Like any
business, for-profit or not-for-profit, King’s Daughters must maintain financial stability to ensure
the future of the health system. In order to determine the financial stability of the health system,
financial information was accessed via Guidestar.com (Form 990, 2011). According to the Internal
Revenue Service Form 990 the total revenue for King’s Daughter Health System for the year of
2011 was $551,853,337. For the previous year of 2010, the total revenue was $556,904,931. This
represents a decrease of revenue of approximately 1% over the previous fiscal year. The total
expenses for the year of 2011 for King’s Daughters were $513,761,860. The total expenses for the
previous year of 2010 were $534,468,619. This represents a decrease of expenses for the health
system of approximately 4%. Regardless of the decrease in revenue for the current fiscal year as
compared to the previous fiscal year, King’s Daughter was able to produce an increase net income
by reducing their expenses by 3% more than the reduction of their revenue. As a result of this,
revenue minus the expenses for King’s Daughters was $38,091,477 for the year of 2011. That is
compared to revenue minus the expenses of $22,436,312 for the previous year of 2010. This
reduction of expense insured that King’s Daughters Health System would continue to maintain
financial stability in the market and maintain the competitive advantage this stability allows. The
financial numbers shown are illustrated in an excerpt from the Internal Revenue Service 990 form in
Exhibit 2.
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Technological Advancements for “World Class Care”
Another element of the general environment of the healthcare industry that profoundly
influences King’s Daughters is the continuous advancement of technology. With the rapid
development of information technology, the innovations of the health care technology, such as
telemonitoring, electronic health record (EHR), and MyChart software develop a direct relationship
between health care and information technology. The current technologies help health care
organizations increase care quality, reduce resources, and improve the efficiency of management and
patient care. Therefore, the medical technologies have become a competitive advantage for medical
organizations to gain competitive advantage in the health care industry.
Telemonitoring is the information technology to monitor patients at a remote distance,
which can transmit patient data through telecommunication technologies, such as video or
telephone to the health care provider for data analysis and treatment. The telemonitoring software
can help hospitals keep daily contact with their patients and offer similar treatment with “face to
face” treatment based on collected basic information, such as blood pressure, heart rate, weight,
blood glucose, and hemoglobin, through telecommunication technologies. Compared to “face to
face” treatment, telemonitoring is a convenient way to help both patients and hospitals save time
and lower overall costs. The most frequent users of telemonitoring may be the aging population,
pregnant women, and infants who have need of home care to avoid emergency and achieve
appropriate treatment (Meystre, 2005). However, there was a study of 205 patients with an average
age of 80.3 years demonstrating that the telemonitoring would have a higher rate of mortality than
“usual care.” The 102 patients grouped into a telemonitoring groups; the rest of the patients
belonged to the “usual care” group. After one year of treatment, there were 15 deaths in the
telemonitoring group and 4 deaths in the usual care group (PT in Motion, 2012). Even though,
telemonitoring brings many conveniences for patients, medical organization and patients must
notice the potential risks.
Over the last ten years, the governments of many countries have invested billions of dollars
in health information technologies, which include the electronic health record (EHR). It is a
significant trend for health care to change from a paper chart to digital record; the EHR made it
happened. The EHR is “a longitudinal collection of electronic health information about individual
patients and populations” (Tracy and Nicolas, 2005). The EHR provides a computer based user
interface across a health care system to transform, display and store the collection data from
patients. Compared to the paper chart, the EHR can provide data to different locations and
providers and integrate data from various records. The EHR increases security of information,
productivity and quality of health care and reduces errors with medication. Even though,
implementing the EHR can create many advantages to medical organizations, there was only a small
minority of U.S physicians adopting it by early 2008 because of the high costs. The EHR companies
argued that, by using the EHR, the staff can find all the information on the desktop, which will save
time and lower full time employees. The medical organizations also do not want to order supplies
associated with keeping paper charts. Adopting the EHR helps medical organizations reduce costs in
some ways. However, the high costs of implementing and maintaining the EHR and training staff to
use it may cause financial stress for small physician offices. In late 2007 and early 2008, a national
survey of 2758 physicians, which received a response from 1710 physicians represented that only
13% physicians adopted basic EHR system. The study also found the primary care physicians,
medical centers, and the western region of the United States more likely to use the EHR and
reported a high level of satisfaction (Brown, 2009).
MyChart software is an integrated personal health record system, which allows patients to
access, manage, and share their health information through a web browser or mobile applications.
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With the use of MyChart, the patients can communicate with their doctors, access their test results,
refill prescriptions, schedule clinic appointments, and view their current clinic visits online at any
time. The MyChart makes patients concerned with their health not only to inquire about them
during office hours, but also in their lives. With offering MyChart software, the customer service
costs diminish; accountable care thrives in medical organizations.
Geographic and Demographic effect on “World Class Care”
Geographically King’s Daughters Medical Center is in the middle of three states, which are
West Virginia, Ohio, and Kentucky. Hence, the potential customers would come from the
surrounding area of 100 miles. Although the surrounding area of King’s Daughters does not include
a lot of large cities like Cincinnati, Columbus, or Greensboro, but this difficulty could be considered
as an advantage because King’s Daughters would not have to face the formidable competitors,
which often target the large cities or urban community. Targeting a smaller city such as Huntington,
Ashland, Princess, and Summit is a smart choice for long-term growth. The geographic location is in
Exhibit 3. Because of King’s Daughters location, it serves a highly detailed demographic of patients.
Kentucky’s population is about 4.3 million and is the neighbor of George, North Carolina, West
Virginia, and Ohio. Adults are the majority of the population in Kentucky with the rate of 63
percent from age 19 to 64 and 23 percent from age 18 and younger. The category of over the age of
65 occupies 13 percent of Kentucky’s population. The patient demographic information is in
Exhibit 4.
For the area around King’s Daughters, the demography of age between 38 and 48 centralizes
on the east part of the healthcare system, meanwhile the under 38 year-old people centralized on the
northern west of the healthcare system. Hence, the concentration on the middle age generation
would be possibly potential customers that want to have much more efforts to engage them. The
age structure around King’s Daughters is in Exhibit 5. Because of more and more aging population,
the medical coverage requirement will increase in the future. An illustration of this increase is in
Exhibit 6.Needless to say there are various external general environment considerations that King’s
Daughters must take into account while providing “world class care”.
Overview of Healthcare Industry for “World Class Care”
With the increased need of health care service, the improved medical knowledge, and the
trend of an aging population, the health care industry, which does not exist a century ago, becomes
the one of fastest growing industry in the world now. As defined by the United States International
Standard Industrial Classification, the health care industry consists of three main sectors, which are
hospital activities, medical and dental practice activities, and other human health activities, such as
nursing, midwives, and physiotherapists, each with different growth rate, revenue, profits, and
competitive intensity (ISIC, 2012).
Compared with other industries, the major difference between healthcare industry and other
industries is the third-party payer-insurance-which takes up 78% of the federal government’s
expenditures. The beginning of the history of the healthcare industry can be traced in 1929, when
Baylor Hospital started to offer prepaid hospital coverage to 1,2000 teachers. In 1965, the Medicare
and Medicaid law passed by Congress claimed the poor and elderly Americans could not be refused
entry to health care. In that year, the 5.9% of the federal expenditures was spent on the healthcare
industry. The dramatic impact of medical insurance on the nation’s health care system was the
raising payments from the third party payers that referred to the federal, state, and local government.
During 1960 to 1991, the customers spend on the medical expenses declined from 56% to 22%
while the medical expenditures from the government increased from 21% to 43%. The growth of
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payments from the third parties facilitated the demand for health care. During 1991 to 2000, the
expenditures on medical services for the federal government increased from 14% to 19%.
Economic, political, and demographic environments can significantly affect the health care
industry. Because of the economic crisis in 2008 the personal household income fell 12% from 2007
to 2009. During this period, the number of people without medical insurance increased. In 2010,
16.3% of the 49.9 million residents were also uninsured (Congressional Budget Office, 2012). For
example, the household income in Ashland, KY is measured on the above figure. Most of people
with the annual income over $45,000 are concentrated on the eastern portion of King’s Daughters.
The lower income groups’ concentrate on the western part of the health cares system. The
distribution of the income range does have a significant impact on King’s Daughters’ revenue as
long as more high-income people choose them, more so than if those people chose someplace else.
However, there are small, low-income groups, living close to King’s Daughters. Their annual income
is lower than $25,000. Nevertheless, these low-income Americans would receive support from
Medicaid. Medicaid is a joint federal and state program, which provides health insurance coverage
for over 57 million people in the United States. Approximately 850,000 residents in Kentucky have
also been received Medicaid from government. The median household income for Ashland is in
Exhibit 7.
With the passage of the PPACA in 2011, the federal government promoted public health to
reduce the number of uninsured residents, increases health care quality, and reduces health care
expenditures. There are five key players in the healthcare industry, which include hospitals, insurance
companies, drug companies, doctors, and nursing homes. These five majors all got positive and
negative influences by PPACA. The hospitals were the first player to give up $155 billion Medicare
funds in the next decade. However, the hospitals believed they could get another $170 billion,
because of treating the decreased number of the uninsured patients. The insurance companies gain
strong support by House and Senate. The PPACA help the low income Americans pay for
insurance. There are 18 medical taxes increasing in the next decade. The drug companies also gave
up $80 billion to expand the health coverage. However, the number of insured persons will increase
the number of customers to be able to purchase medicines. The drug companies might gain benefits
from the increased consumer demand. According to the Congressional Budget Office, the doctors
would receive an excess of $ 230 billion in the next decade. Additionally, there were no significant
medical liability changes in the overhaul bill. For the nursing homes, reduced number of uninsured
people did not be beneficial because most nursing home customers already were covered with
Medicare or Medicaid. The nursing home could receive $50 to $75 every day that would be paid
from a national long-term insurance program.
Another powerful and essential factor that can positively affect the health care industry is the
trend of the aging population in the United States. First, people live in peace without wars like the
last decades. Millions of people died during the World War I (1914-1918), the World War II (19391945), and the Cold War (1947-1991). Without war, people began to care about how to improve
living conditions and economy. Thus, the technology and science progress began to promote human
lives through the discovery of treatments for serious illnesses, the improvement of recreation
activities and transportation, and infrastructure. The Baby Boomers began to retire in 2008, which
created opportunities to increase the number of patients for the healthcare market than was present
before because the older people are the more health problems that they have. The demand for
health care service will increase in the future so that the healthcare providers need to prepare more
physicians, nurses, and equipment to be able to meet the demand. In 2009, there were 39.6 million
people who were above 65 years old, which accounted for16.9% of the total population. By 2030,
the number of 65-year-old people will raise to 72.1 million (Aging Statistics, 2011). In addition, the
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baby boomers generation turned 65 years old in 2011. It is estimated that more than 10,000 baby
boomers would be 65 years old every day from 2011 to 2030 (Michael, 2010). The baby boomers
control 80% of personal financial assets in the US and consume 77% of all prescription drugs. When
focused on the ages of the population of Kentucky, it is evident that the basic trends remain the
same.
Compared to other industries, the employment rate in health care is high. The health care
jobs continue to grow fast. In April 2012, 19,000 jobs were added in the health care industry.
However, more employees lead to bigger financial difficulty in this industry. The enormous health
care expenditures also bring financial pressure to the federal government. Therefore, slow growth of
average income and employment rate in the health care industry can help reduce the health care
expenditures for the federal government.
The entire health care industry annual revenues are $1.668 Trillion in 2012, and 64% of the
total revenues came from patient care. From fiscal 2007 to 2011, the industry revenues increased at
an average annual rate of 2.7%. During this period, the expenditure of health care continued to grow
rapidly. In 2011, the total expenditures of health care were approximately $2.7 trillion, and
predicated to jump to $3.6 trillion by 2016. Huge expenditures of the health care industry are the
main cause of low growth rate of profits and revenues. With the passage of PPACA, the
expenditures on health care project to be reduced in the next 10 years. The expenditures reduction
may increase the average annual growth rate of revenue to 5% in the next five years (Insights, 2011).
In recent years, the high costs and low quality of healthcare are the principal problems in the
healthcare. The intense competition in the industry may be the one fundamental reason. The rising
demand of healthcare, innovation of the new technology, rapid growth rate, and colossal healthcare
expenditures from the federal government attract more and more healthcare providers enter into the
industry and promote competition in the industry. As published by the United States Census Bureau,
in the fiscal 2012 year, there were 784,626 health care companies and 16,792,074 employees, and the
average employee salary in health care was$39,400 in the US. The competition in the healthcare
industry is a little different with the competition in other industry. In other industry, the competition
will benefit customers, which will improve the quality of the products or services and reduce costs.
However, the complexity of the healthcare industry, the limited information known by customers,
and highly customized medical services make the sum zero competition in the healthcare industry,
which cannot improve the high quality and reduced costs for customers. The main reason of the
sum zero competition in the healthcare industry is the healthcare providers divide value instead of
increasing it. Firstly, the form of the passing costs between the patients, hospitals, patients, and the
insured or uninsured people, cause the loss of value. Secondly, the healthcare providers pay more
attention to the bargaining power with suppliers and customers to get a better deal rather than
provide high quality and effective care. Thirdly, the healthcare providers limit the service and
medical choices to customers and restrict the access of patients to the medical innovations, which
bait the hospital to use cheaper treatment. Fourthly, no matter the increase or decrease healthcare
expenditures by law, it does not create value to customers.
Area Health and Economic Problems Effecting “World Class Care”
In order to target the market successfully, King’s Daughters must know the general health of
the community it serves. The population of Kentucky illustrates many health risk factors that must
be considered. One of the factors affects the demand for King’s Daughters’ healthcare service is the
average Alcohol Consumption. In 2008, estimates state that 11.3 percent of adult in Kentucky has a
habit of binge drinking while the national rate was about 15.5 percent. This report stated that males
usually have five or more drinks, and females usually have four or more drinks during holidays. The
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rate of binge drinking for males (16.7 %) is always higher than females (6.4 %). Tobacco is also a
frequent health risk factor. The smoker percentage of Kentucky’s adult is quite high in the analysis
report, in 2008 (25.2%). These adult smokers would smoke every day and spend at least five packs in
their lifetime. Over 30 percent of Kentucky’s adults are obese. This high rate pushed Kentucky to
become the 7th highest state having adult obesity across the nation. White adults rate was smaller
than black adults (29.4% and 44.5%, respectively). These risk factors lead to an increase in heart
disease. About 5.4 percent of Kentucky’s adult reported heart-attack problems and 3.6 percent of
adult had a stroke in 2008. These risk factors also lead to breathing problems. About 5.4 percent of
Kentucky’s adult reported heart-attack problems and 3.6 percent of adult had a stroke in 2008. All of
this reflects in the high rate of disability in the region. People who have disability typically have
reduced annual income, and receive low levels of education. The 2008 report expressed more than
25 percent of adult in Kentucky limited in their activities due to mental, physical, or emotional
problems. Based on the living behavior of adult in Kentucky, we can see the adult rate of needing
healthcare service is high and tend to increase in the future. Therefore, King’s Daughters can take
advantage of this information in order to improve the service quality on the obesity, disability, heart
attack, stroke, asthma, and any illness related to tobacco and alcohol uses.
Supplying “World Class Care”
Another segment of the healthcare industry that profoundly influences healthcare providers
is the suppliers. Supplier power can affect an organization by practicing in several different ways.
Suppliers can bump prices for an organization. They can reduce prices for competitors to an
organization, giving the competition an advantage. They can delay the shipment of supplies to an
organization, which slows down the production of a product or service. They can also control a
supply, utilizing such things as supplies being on backorder, which can also cripple a service or
product. Suppliers have a lot of power within the industry and can dramatically affect the function
of healthcare organizations. One of the biggest problems is the lack of transparency of pricing from
suppliers. It is exceedingly difficult to determine the prices that a supplier is giving to a competitor.
The reason to determine this is so that a company can assure that they can get the same supplies at a
competitive price. Martin Beckford illustrated this in a 2011 article he wrote for The Telegraph
where he said “hospitals do not know how much others are paying for products, and they purchase
items in different quantities at different times; price variation is common (Beckford, 2011).” This
gives suppliers immense power when it comes to negotiating prices with healthcare institutions. One
way to prevent this is to order supplies in large quantities so that a company can get a bulk discount.
King’s Daughters Health Systems are in a better position than most of the healthcare organizations
in the region to overcome the supplier power because of their size and financial stability. Size and
financial strength allows for bulk purchasing of basic supplies.
Bulk purchasing is common for many of the basic supplies that an organization uses on a
daily basis. There are some supplies that cannot be bought in bulk, either because of the complexity
of the supplies or because of the cost of supplies. These specialty supplies can be anything from
medical imaging equipment to PACs equipment or surgical robotics. Healthcare organizations
contract many different types of companies in order to obtain specialty supplies. For example, the
medical imaging equipment that is currently supplied to King’s Daughters Health Systems is
primarily by Philips Healthcare. By contract, at least 85% of the imaging equipment for King’s
Daughter is required to be purchased from Philips (Personal Knowledge, 2012). The remaining
medical imaging equipment is supplied from an assortment of other companies such as General
Electric. The contract with Philips gives King’s Daughters lower than market prices for parts and
services; however, there is a downside to having a contract of this type. Contracts of a nature similar
Page 12 of 39

to the Philips contract at King’s Daughters limit the resources a company can purchase. This greatly
reduces the options of the types of equipment and companies the organization can utilize. In other
words, an organization cannot “shop around”. This was explained in a 1999 article that stated:
“Selection of products is being taken out of the hands of the customer-the healthcare professional,
and the materials manager-and is being controlled by distributors and manufacturers (Rickles, 1999)”
At this point, all of the supplies that have been discussed have been actual items that are
purchased from a company. When suppliers are considered, it is common to think of material
supplies or inventory. There are different types of suppliers in the healthcare industry. An example
of this is a supplier of employees. For example, a significant supplier for King’s Daughters is the
Union. Non-clinical workers such as housekeeping, maintenance, food services, and valet services
are a part of the SEIU 1199 union. This union supplies the manpower to complete essential services
in the healthcare system. “Suppliers have considerable power when they have the ability to withhold
their products or services, and thereby impede an organization’s smooth functioning. One of the
most common forms of supplier holdup’ is a strike (Young and Ballarin. 2006).” A strike can
influence the performance of a healthcare organization to a standstill, especially if the union workers
provide clinical care to patients. For King’s Daughters, losing clinical care workers is not a problem
because of the nonclinical orientation of the union members. However, a strike would still
profoundly influence the processes and care at King’s Daughters. This became a problem when the
union contract ran out in 2011. King’s Daughters and the Union representatives could not agree on
a contract, and as a result, the union workers reported without a contract for some time. Fortunately
an agreement was finally made before a strike was necessary (Staff/Wire Reports, 2011).
Competing for “World Class Care”
King’s Daughter Health Systems has a lot of competitors since the need for health care
service has increased not only in Kentucky, but also in the United States. There are three areas that
King’s Daughters support services. The primary service area includes Boyd County, Kentucky;
Carter County, Kentucky; Greenup County, Kentucky; Lawrence County, Ohio; and Scioto County,
Ohio. The secondary service area involves Lawrence County, Jonson County, Martin County, and
Floyd County. All of these counties are located in Eastern Kentucky. To examine the competitive
position of King’s Daughters in the healthcare marketplace, five competitors among the many
hospitals of Kentucky, Ohio, and West Virginia were chosen. These five competitors are Saint
Mary’s Regional Medical Center, Our Lady of Bellefonte Hospitals, Southern Ohio Medical Center,
Cabell Huntington Hospital, and Saint Claire Regional Medical Center.
Saint Mary’s Regional Medical Center in Huntington, West Virginia is the largest private
employer of Cabell County. It includes over 2,600 employees and has about 393 beds. It is the
largest medical facility in Huntington and one of the largest healthcare companies in West Virginia.
It takes about 27 miles from Saint Mary to King’s Daughter. Saint Mary’s is direct competition to
King’s Daughters Ironton Family Care Center. Its centers and services are Regional Heart Institute,
Regional Cancer Center, Regional Neuroscience Center, and Regional Orthopedic Center, which is
open 24 hours for all patients. Its mission is: “We are inspired by the love of Christ to provide
quality health care in ways which respect the God-given dignity of each person and the sacredness of
human life.” Its mission is not much different from King’s Daughters, which target the quality of life
in the community with faith, hope, healing, and service. Education is one of the reasons for the
development, reputation, and expanse in Saint Mary’s. To be able to maintain the excellent
healthcare service, Saint Mary’s has invested in education in order to engage students and improve
the service quality. The St. Mary’s academic programs have brought benefits not only for
themselves, but also for the many communities in West Virginia. According to Kentucky Healthcare
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Market Report 2010, the occupancy rate of Saint Mary’s is 60.38 percent and King Daughter’s is
82.17 percent (Exhibit 12). Students can access the latest technology even for distance learning
students. According to the analysis of U.S. Department of Health & Human Service, the percentage
of patients who would like to suggest King’s Daughters to their family and friends is lower than
Saint Mary’s. However, the percentage of patients satisfied with the service in King’s Daughters such
as the communication of nurses and doctors is higher than in Saint Mary’s. Saint Mary’s has
followed the cost strategy. Their treatment prices are much cheaper than some other competitors.
Its price for non-surgical heart failure is 54 percent less expensive than the national average price;
meanwhile, King’s Daughters are 25 percent more expensive than Saint Mary’s. Based on the
financial reports of King’s Daughters and Saint Mary’s, although King’s Daughters had a positive
net income, their gross patient revenue was still far below Saint Mary’s. The negative net income of
Saint Mary’s resulted from them incurring too much cost, but offered competitive prices for
patients. Saint Mary’s has chosen to follow the cost leadership Strategy. Consumers are extremely
sensitive to price as the healthcare marketplace becomes more and more competitive. Customers
can get cheaper and better services in many other hospitals.
Our Lady of Bellefonte Hospital in Bellefonte, KY is owned by Bon Secours Kentucky
Health Systems. It takes about 6 miles from Our Lady to King’s Daughter. It is a direct competitor
to King’s Daughters. It has about 213 beds and provides services in cancer care; women and
children care; diabetes and wound care; neurology, pulmonary, imaging and radiology care;
cardiology and vascular services; emergency and homecare services. Its mission is to bring healthcare
and compassion to the communities, especially, for poor and dying people. Our Lady of Bellefonte,
encouraged by the charisma of Bon Secours Health System, is the healing ministry of Jesus Christ. It
will make efforts to maintain the leadership in justice, to serve and create hope for communities in
term of health, and to accomplish the role of a prophetic voice for improves the U.S health system.
The general survey for 2012 ranked Our Lady of Bellefonte as the best hospital in Kentucky. They
ranked as one of the top five hospital providing gastroenterology service from 2009 to 2012.
According to Kentucky Healthcare Market 2010, the occupancy rate of Our Lady is almost 39.30
percent, which is much smaller than King Daughter’s (82.17%) (Exhibit 12). According to
HealthGrades, Our Lady of Bellefonte ranked in the top 5 percent of the nation for patient
satisfaction. An overview about Our Lady of Bellefonte through the official websites would not give
a stunning look for patients or researchers. Hence, the Our Lady of Bellefonte’s leaders should take
reflection about the impression of organization, which is particularly crucial to attract more patients
and enhance the reputation in the communities. In cost strategy, King’s Daughters could not
compete with Our Lady of Bellefonte since King’s Daughter’s price for heart failure treatment is 9
percent more expensive than Our Lady of Bellefonte. This lack of competitiveness leads to lower
revenue a one-third of the market of Our Lady of Bellefonte. However, King’s Daughters still make
every effort to improve the quality of service, reduce the price, and to enhance healthcare services in
order to meet the growing needs of the communities.
Southern Ohio Medical Center founded in 1954 and located in Portsmouth, Ohio, is a notfor-profit hospital with about 222 beds. It takes about 32 miles from Southern Ohio Medical Center
to King’s Daughter. It is a direct competitor to King’s Daughters Portsmouth Center. It provides
surgical and emergency care together with some other health services such as cancer and heart care;
wound healing, and diabetes education. One of Southern Ohio Medical Center’s missions is to
create a difference of livings for patients, employees, and communities. Southern Ohio Medical
Center has been one of the best medical cares in the surrounding area because of its awards. It
attained the 6th position in the national rankings in Modern Healthcare’s Best Places to Work and
got the Voluntary Protection Program Star Designation, which certifies Southern Ohio Medical
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Center as in the top 1 percent in administration of safety excellence across the nation. Moreover,
Southern Ohio Medical Center ranked as one of the best places to work for employees according to
Ohio’s Top Employers and Fortune Magazine’s 100 Best Places to Work. Currently, there are more
than 2,200 full time and part time employees in Southern Ohio Medical Center and the numbers of
employees have been increasing due to the expanse of organization and healthcare needs. In general,
King’s Daughters’ charge for treatment is much cheaper than Southern Ohio Medical Center. For
instance, in heart failure with shock and non-surgical care, King’s Daughters are 29 percent less
expensive than the national average price; meanwhile, Southern Ohio Medical Center is only 10
percent less expensive than the national average price. In addition, in non-surgical care for
pneumonia sample, King’s Daughters are 40 percent cheaper than the national average price, but
Southern Ohio Medical Center is only 27 percent cheaper. Therefore, King’s Daughters have
advantages in the treatment costs compared to Southern Ohio Medical Center. However, in financial
performance, Southern Ohio Medical Center earned higher income than King’s Daughters.
According to some research and annual reports, Southern Ohio Medical Center’s revenue is about
$600 million while King’s Daughters’ is less than $150 million. This is because Southern Ohio
Medical Center has a bigger market than King’s Daughters. Southern Ohio Medical Center also has
a better reputation in the health care market place. Southern Ohio’s occupancy rate is only 60.03%,
which is well below King Daughter’s rate (Exhibit 12)
Cabell Huntington Hospital (CHH) was found in 1956, located in Huntington, West
Virginia. It is a non-for profit and teaching hospital associated with Marshall University Schools of
Medicine and Nursing. Cabell Huntington is accredited by the joint Commission and has about 313
beds and 638 registered nurses. The American College of Surgeon (ACS) and The Commission on
Cancer (CoC) Approval Program announced and approved the Cancer Program and Trauma
Program in CHH has improved the status in the healthcare community, especially in the area of
West Virginia. The extent of their services is different from each other. Cabell Huntington is well
known among the healthcare centers in West Virginia because its specialized care centers which are
the Pediatric Intensive Care Unit, the Burn Intensive Care Unit, and the Neonatal Intensive Care
Unit. In addition, Cabell Huntington is one of the leaders in treatment concerning emergency
treatment, mother and baby health care and surgical, therapeutic, and diagnostic services in the city
of Huntington. Meanwhile, King Daughter’s specializes in Cardiac Care, Stroke Care,
Neuromedicine, Critical Care, and Pulmonary Services. Based on the location, the zip code areas of
Cabell Huntington’s service are usually 25701, 25704, and 25705. The residence of zip code 25701
return to Cabell Huntington employ more than 35% in the market share, meanwhile its rate for zip
code 25704 is about 27% and for zip code 25705 is approximately 22% (Exhibit 10)
Besides, the customers of Cabell Huntington also come from Ashland, KY and some
surrounding areas of other counties. Cabell Huntington is about 23 miles from King Daughter’s. It
is a short distance enough to make Cabell Huntington become one of strong competitors of King
Daughter’s. According to the analysts, Cabell Huntington’s established market share of the fourcounty area is 36% while King Daughter’s established market share of the six-county primary area
(Greenup County, Kentucky, and Portsmouth Ohio) is about 40.6% and of the six-county secondary
area (Louisa, Paintsville, Prestonsburg, and Martin County, Kentucky) is 10.9%. According to the
year ended September 30, the Gross patient service revenue increased from $797,244,870 in 2010 to
$882,377,460 in 2011. In general, the average medical payment in Cabell Huntington is more
expensive than King Daughter’s (figure) although the size of Cabell Huntington is smaller than King
Daughter’s. As a result, the occupancy rate of King Daughter’s is much more than Cabell’s (82.17%
and 61.69% respectively) (Exhibit 12). They are both not a cost leader in the healthcare industry
since their medical care prices are higher than the other hospitals in the service area. The
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comparison in reputation, price, and amount of award between Cabell and King Daughter would
not give an advantage for King Daughter since Cabell also has a strong reputation, many quality
awards, but offers cheaper price than King Daughter.
St. Clair Regional Medical Center (SCRMC) was found in 1963 and is the largest rural
hospital in northeastern Kentucky. It has about 159 beds and nearly 1,4000 employees, which is the
second-largest employer in the region. It takes about 25 miles from St. Clair to King’s Daughter.
Like King Daughter’s, St. Clair is a not-for-profit hospital and is a training place for those who
participate in the University of Kentucky School of Medicine’s physician residency programs. The
service area of St. Clair includes 11 counties such as Morgan, Lewis, Fleming, Bath, Carter, and
others. There are 31 medical specialties with 100 physician Medical Staff. Annually, St. Clair attracts
approximately half million patients and generates nearly $129 million in revenues in the region.
Some of The strong services are Orthopedics, Cancer, Cardiology, Diagnostic Imaging, and
Emergency Care, etc. Especially, St. Clair was ranked in the top 10 percent in the Nation for
Orthopedic Care. The overview data showed that St. Clair achieved few award related to the quality
of service. Consequently, the comparison in reputation between St. Clair and King Daughter created
an advantage for King Daughter in the healthcare communities. In addition, In general, St Clair’s
prices are pretty much the same with King Daughter’s except some particular care like Chronic
obstructive pulmonary disease w MCC. According to the Hospital and Nursing Home Profiles, King
Daughter charges $5,990 and St Clair charges $8,025 for Chronic obstructive pulmonary disease w
MCC. Both of hospitals follow the Differentiation Strategy when they offer higher quality of
services than the other competitors in the region. To achieve the high rank for service quality, they
invested in technology, human resources, equipment, and infrastructure; so their prices are higher
than the competitors. According to Kentucky Healthcare market Report 2010, St Clair’s occupancy
rate is only half of King Daughter’s (32% and 62 %) and its net income is only 10 percent of King
Daughter’s ($2,945,238 and $28,353,409) (Exhibit 8). That is reasonable because the number of beds
in St Clair is only 159 comparing to 465 beds in King Daughter.
Competitive Positioning for “World Class Care”
King’s Daughters have strong competitive positions not only in Kentucky, but also in other
surrounding areas such as West Virginia and Ohio. The elements, which help King’s Daughters to
gain the strong position in the healthcare market, are the quality of service, the reputation in
communities, and the market share comparing with the other medical centers. First, King’s
Daughters as a health system have put an extraordinary emphasis on the quality of their services.
The emphasis they place on their product is a way for them to differentiate their services from the
competitors. In a 2012 article, in the Business Wire, Fitch Ratings marketed the King’s Daughters’
financial stability by giving the health system an “A+” rating and stated that the rating outlook
looked stable (Kates, 2012). King’s Daughters specialize in Cardiac Care, Stroke Care,
Neuromedicine, Critical Care, and Pulmonary Services. It is achievements like this that illustrate that
King’s Daughters health systems are, in fact, providing “World Class Care” in the small, rural area of
Ashland, Kentucky. King’s Daughters achieved recognition through getting numerous quality
awards: Healthgrades’ Cardiac Surgery excellence Award for 2013, America’s Best 100 Hospitals for
cardiac surgery, Top 10 percent in the Nation for Cardiac Surgery, Five-star rating for treatment of
stroke, Accreditation from Joint Commission for stroke center, Get With the Guidelines Gold Plus
Awards and Target: Stroke Honor Roll, The Pulmonary care Excellence Award, Top 10 percent in
the nation for overall pulmonary services.
These are the types of awards that can be marketed to improve the reputation of King’s
Daughters throughout the current market, which leads to the next competitive advantage that they
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have in the market. The potential customers tend to be acutely sensitive about the reputation of the
hospitals if they are in need of services because the medical payments are usually expensive. They do
not want to waste time and money to change to other hospitals after receiving unsatisfactory
services. Thus, doing research about hospitals would be beneficial to customers. Fortunately, after
numerous of efforts, King’s Daughters has gotten high rating in reputation due to the number of
awards and patients’ feedback. It makes King’s Daughters a differentiator in the local service area.
Some of reasons for King’s Daughters to decide to follow the Differentiation strategy are that
customers in the healthcare industry are less sensitive in price and willing to pay more to get better
services. The fact in medical services is the more a person pays the more service the person gets.
The other reason is that most of hospitals around King’s Daughters provide the same medical cares
without any specialty care. King’ Daughters would like to become the differentiator who provides
outstanding care with the guarantee of high quality.
Furthermore, King’s Daughters acquires high market share in its service. Its stable market
share of the six-county primary area (Greenup County, Kentucky, and Portsmouth Ohio) is about
40.6% and of the six-county secondary area (Louisa, Paintsville, Prestonsburg, and Martin County,
Kentucky) is 10.9% (Moody’s Investor Service). According to the Kentucky Healthcare Market
Report 2012, King’s Daughters are one of 24 urban hospitals in Kentucky. Its size is just small than
few bigger hospitals such as Baptist Hospital East (519 beds), Jewish Hospitals (1012 beds), Norton
Hospital (1263 beds), and University of Kentucky Hospital (643 beds). The occupancy rate (62%) is
just smaller than the other 9 hospitals out of 24 rural hospitals. Significantly, the net income in 2010
was ranked the 4th highest net income with the amount of $28,353,409, shown in Exhibit 8. It
proved the immensely strong competitive position in the Kentucky healthcare market. King’s
Daughters are not only a strong hospital in Kentucky, but also in the primary and secondary service
area. As the period from October 2007 to September 2008, King’s Daughters earned about 82% in
the primary service area comparing to some other competitors such as Our Lady of Bellefonte
Hospital (39.3%) and Southern Ohio Medical Center (61.03%) (Exhibit 12). Based on the statistical
analysis of different reports, we can come to the conclusion that King’s Daughters play a vital role in
providing medical cares in the area among three states (Kentucky, Ohio, and West Virginia). As
King’s Daughters’ strengths in quality of services, reputation, and high market share, it has
continually advanced the competitive position in the healthcare market in the future.
King’s Daughters are not pursuing the Blue Ocean strategy beside the red Ocean strategy
because the uncontested market spaces in the healthcare industry has not been discovered yet at this
time. In another word, there is currently no new demand for medical services. The existing market is
still exploited that is all people in need of medical cares, and the emphasis in the high quality services
is continually preferable together with the improvement of other low quality services.
Striving for “World Class Care”
All of the external influences mentioned effect the way King’s Daughters Health Systems go
about the business of providing “World Class Care”. The goal of King’s Daughters, as well as any
organization in healthcare or otherwise, is to achieve a competitive advantage in the market to be
successful. One aspect of King’s Daughters that allows them to maintain a competitive advantage is
the ongoing dedication to updating technology in the healthcare system. In 2008, King’s Daughters
implemented a new health information system called EPIC. This information system is arguably one
of the best systems on the market. EPIC has more “HIMSS Davies awards than any other vendor's
clients. They've also been recognized by the Joint Commission/National Quality Forum and
CHIME for their use of Epic in initiatives to improve patient care (Recognition, 2012).” Epic
provides a complete array of services related to building, implementing, training, and
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implementation of their electronic health records system. They also provide maintenance and
support for the organization in regards to the electronic health system. Epic also is an immense
investment on the part of the medical center, which according to CEO Fred Jackson, totaled nearly
$50 million and will “improve clinical quality and patient care through streamlining communication
and standardizing documentation. (The Independent, 2008).” The biggest advantage of having Epic
is that there is communication across physicians and locations throughout the health system,
encompassing the complete continuum of care. Physicians in the family care centers can view
information about a patient’s last emergency room visit without having to call and request records.
Patients and physicians can even view healthcare information over mobile devices such as IPhones
or I pads (Brandenburg, 2011). Epic interfaces with the ancillary information systems in King’s
Daughters, such as the PACs system provided by Philips Healthcare, to provide seamless exchange
of information throughout the organization.
Epic is not the only information management system that King’s Daughters utilize.
Technological advancement that King’s Daughters have invested in involves the handling and
maintenance of the human capital of the health system. The health system purchased API. “API
Healthcare's human capital management applications provide healthcare facilities with data-driven
methods to better leverage their workforce so they can immediately drive down operating costs,
increase employee satisfaction and improve patient outcomes (Ehley, 2009).” As a result of these
continuous technological advancements, King’s Daughters promote advances in medicine such as
conducting the first single incision cholecystectomy in the state of Kentucky (Staff Report, April
2012). This system handles the payroll, employee time card punches, and management of employee
information such as certifications and demographics.
The use of these and other technological advances within the hospital system has garnered a
lot of attention from the healthcare community. As a result of this King’s Daughters was recognized
as one of three hospitals in the state of Kentucky that was named on the list of top one hundred
“Most Wired” hospitals in the nation, this according to Hospitals and Health Networks Magazine
(Staff Report, July 2012). This provided a fantastic marketing opportunity for the medical center.
This honor is also proof that use of technology is one of King’s Daughters competitive advantages
in the healthcare industry.
Quality of the “World Class Care”
Another area that King’s Daughters excel at that gives them a competitive advantage is the
high quality of services that the health system maintains. King’s Daughters as a health system have
put an extraordinary emphasis on the quality of their services. The emphasis they place on their
product is a way for them to differentiate their services from the competitors. On the front page of
King’s Daughters web site is a link for all patients and visitors to see the quality comparisons of their
quality measures. The link also compares King's Daughters measures to the measures of the entire
state of Kentucky as well as the national measure. This allows the public to see how King’s
Daughters measure up against the state and the nation in order to make a decision as to the quality
they offer. The quality measures are called Hospital Care Quality Information from the Customer
Perspective or HCAHPS for short. The government created these quality measures in order to
compare hospitals on an apple to apples basis in regards to their patient’s perspective of the quality
of their services. “The intent of the HCAHPS initiative is to provide a standardized survey
instrument and data collection methodology for measuring patients' perspectives on hospital care
(Background, 2012).”
King’s Daughters have received many awards for the quality they offer. Some of the awards
they have received are presented as follows: The Healthgrades’ Cardiac Surgery Excellence award as
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one of the top 100 hospitals in the nation in cardiac surgery, The Target: Stroke Honor Roll, a Get
with the Guidelines plus Award from the American Heart Association, as well as being accredited as
a primary stroke center in Kentucky by the Joint Commission, The Pulmonary Care Excellence
Award for being in the top ten percent in the nation for overall Pulmonary services. Finally, they
received the Healthgrades’ Emergency Medicine Excellence Award for being in the top five percent
in the nation for emergency services. (KDMC News, 2012).
Perhaps the most impressive quality award that King’s Daughters have received is the Get
with the Guidelines Resuscitation Bronze award. This is extremely impressive because they are the
first hospital in the nation to receive this level of the award (Miller, 2012). It is achievements like this
that illustrate that King’s Daughters health systems are, in fact, providing “World Class Care” in the
small, rural area of Ashland, Kentucky. This also allows King’s Daughters Health Systems to
differentiate their services from other healthcare organizations in the market. These are the types of
awards that can be marketed to improve the reputation of King’s Daughters throughout the current
market, which leads to the next competitive advantage that they have in the market.
Marketing “World Class Care”
King’s Daughters Health Systems have a reputation of excellence that is marketed extremely
effectively. The marketing department at the health system employs many different types of
marketing from television ads, radio ads, to billboards and written brochures. King’s Daughters use
marketing to support and advertise their message of “World Class Care”. Another common slogan
for King’s Daughters that is often used in their marketing advertisements is the slogan “Taking
Medicine Farther”. This supports the main message of “World Class Care”. The marketing that
King’s Daughters utilize has allowed them to receive a number of awards. In 2008 at the annual
meeting of the Kentucky Hospital Association in Louisville, Kentucky, for the Thoroughbred
Awards ceremony, King’s Daughters received multiple certificates of merit for their advertising
excellence. The merits were awarded for the following advertising accomplishments: The Heart
Month direct mail Postcard, the Radiology brochure, the Welcome to King’s Daughters general
brochure, the internal newsletter KDMC connections, the campus map (special purpose
publication), the physician recruitment DVD, and magazine articles written by two of the Public
Relations/Marketing employees (Staff Report, 2008). These awards show how much effort, money,
and time the healthcare system dedicates to marketing the reputation of the healthcare system. In
addition to the efforts of King’s Daughters to market their reputation, others help. Other
organizations in different areas associated with healthcare have taken notice of the excellent care
that is offered at King’s Daughters and market their reputation for them. For example, a division of
the American Society of Health System Pharmacists called the ASHP Advantage acknowledged the
quality of King’s Daughters services and selected them to participate in the Hospitalized Adult
Immunization Program (States News Service, 2012). This is a highly selective national program with
the purpose to help immunize hospital patients across the nation.
The Future of “World Class Care”
The future of King’s Daughters is exceedingly bright. With the continued financial success
despite the economic downturn, King’s Daughters Health Systems continue to expand and grow in
order to gain market share. In early February 2013 King’s Daughters Health Systems open the doors
to the newest expansion project in southern Ohio. This new project will compete directly with
Southern Ohio Medical Center in an effort to gain some of their market share. Tom Dearing, the
director of marketing and communications for King’s Daughters Health System shared this in a
2012 article: “"I can tell you our new expansion will open in February of 2013," Dearing said. “We
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opened our Portsmouth facility in 2007, and since then it has grown. We've added a third floor that
opened up earlier this year. All of the expansion that is going on there would not be happening if the
people of Portsmouth and Scioto County were not coming there. We're very happy about it."(Lewis,
2012).” In addition to this project, King’s Daughters are in the early stages of construction on a
project in Prestonsburg, Kentucky. With the future of the healthcare legislation still somewhat in
question, King’s Daughters is implementing two new initiatives involving their business level
strategy (Personal Knowledge). The first of these is the concept of patient-centered care. Patientcentered care is not a new strategy within the industry. This strategy involves six different domains.
These domains include clinical care quality, safety, effectiveness, efficiency, equity, and timeliness
(Audet, Davis, and Schoenbaum, 2006). The point is to center all of these domains on the patient
and their family members. The patients and family should have input in all decisions made involving
these six domains.
The Second initiative that King’s Daughters are implementing is the concept of zero defects.
This concept originated from the realm of manufacturing. This strategy is based on striving for zero
mistakes when it comes to the quality measures the health system participates. For example, one of
the measures King’s Daughters publish on their website is the incidence of urinary tract infections
brought on by the insertion of a catheter. The goal, according to the zero defect strategy, is that
there would be zero infections brought on by the insertion of a catheter on a yearly basis. There are
people that would disagree with the notion of zero defects. Arthur Schneiderman stated in an article
“Proponents of this view therefore argue that striving for zero defects (ZD) through a program of
continuous improvement is not in a company's best economic interest (Schneiderman, 1986). With
the knowledge that perfection is never universally achieved, zero defects are the goal that King’s
Daughters strive for in order to provide the “world class care” expected in the market. With all of
these projects and strategy changes, King’s Daughters Health Systems plan to continue to do the
same thing they always have done; excel in quality, finance, and give the people of Eastern Kentucky
and Southern Ohio the “World Class Care” the health system feels they deserve.
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Exhibit 1
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Exhibit 2

Source: King’s Daughters Form 990, Retrieved via Guidestar.com

Exhibit 3

Source: Google Map; King Daughter’s location (A)
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Exhibit 4
2010 Demographic of Kentucky

2010 Demographic of Ohio

2010 Demographic of West Virginia

Source: U.S. Census Bureau
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Exhibit 5
Median resident age in Ashland, KY

Source: http://www.city-data.com/city/Ashland-Kentucky.html
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Exhibit 6
Sources of Projected Growth in Medicare, Medicaid, and Social Security

Sources: the President’s Budget (page 191 of the Analytical Perspectives volume)
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Exhibit 7
Median household income in Ashland, KY

Source: http://www.city-data.com/city/Ashland-Kentucky.html
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Exhibit 8
Urban Hospital and Income across Kentucky 2010

Kentucky Healthcare Market Report 2012

Sources:
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Exhibit 9
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Exhibit 10:
Inpatient Origin for Top 3 Zip Codes and Inpatient Utilization Statistics by Medical Service
for Cabell Huntington Hospital:

Source: ahd.com, American Hospital Directory
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Exhibit 11:
Average Medicare Payment:
Average Medicare
Payment
KDMC
OLBH SOMC SCRMC CHH
SMMC
Heart failure and shock
w/o CC/MCC
$4,432
$4,276
$4,308
$4,434
$5,402
$4,166
Diabetes w MCC
$8,349
$7,999
$8,112
$8,327 $10,173
$7,843
Stomach, esophageal
duodenal proc w/o
CC/MCC
$8,920
$8,637
$8,670
$8,899 $10,872
$8,381
Chronic obstructive
pulmonary disease w MCC
$5,990
$4,279
$7,775
$8,025
$9,750
$7,518
Chest Pain
$3,262
$3,147
$3,171
$3,264
$3,976
$3,065
Revision of hip or knee
replacement w CC
$18,803 $15,058 $20,147
$22,919 $14,726
Acute myocardial
infarction, discharged alive
w MCC
$11,912 $11,447 $11,578 $10,245 $14,519 $11,195
Source: Hospital-Data.Com, Hospital and Nursing Home Profiles

Page 30 of 39

Exhibit 12:

Source: KY Comp Data; Ohio Hospital Association; Health Care Authority of WV
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Taking Medicine Further:
How a Local Health System Strives to Bring World Class
Care to a Rural Community: The Case Analysis

King’s Daughters Health System is a network of companies located in Ashland, Kentucky.
The leadership of King’s Daughters employs a corporate level strategy successfully by deciding to
diversify their services into similar industries. They entered the retail industry by opening King’s
Daughters Home Health and selling home health furnishings and equipment. By creating King’s
Daughters Medial Transport, they entered the transportation industry. Insurance sale with King’s
Daughters Integrated Health Insurance is another way they diversified.
Externally the environment influences King’s Daughters Health System in many ways. The
Patient Protection and Affordable Care Act are the one factor that has the most impact. This
legislation places financial hurdles in King’s Daughters path. The economy as a whole has, also, had
an adverse impact on the health system. This was evident with the layoffs in the past year. Internally
they are financially stable, despite the economy. Achieving this was the result of cutting the expenses
of the health system. This financial security provides the health system with cutting edge technology,
superior marketing, and the ability to purchase supplies in bulk.
The business level strategy is also strong. King’s Daughters are continually growing and
acquiring market share from competitors. The result of this is that they are increasing their market
power in such places as Southern Ohio and the far eastern portion of Kentucky.
1. What are some pressing key issues? What is the most critical general
environmental dimension? What does the industry look like?
For King’s Daughters Medical Center, the key issue is how to offer world-class care to rural
communities and be differentiating with its competitors in the Kentucky, Ohio, and West Virginia.
The most critical general environmental dimension for KDMC is legal segment, which was the
passage of Patient protection and Affordable Care Act in 2010. The major purpose of PPACA was
to decrease the amount of lower-income residents without insurance, increase the healthcare quality
and efficiency, and reduce the healthcare spending. The PPACA proposed the nation to change
focus on the prevention and wellness and required healthcare providers offer accountable healthcare
services. This healthcare reform significantly affects the whole healthcare industry. The PPACA did
not only bring opportunities for hospitals, but also brought some threats. The increased number of
insured people will increase the demand of medical care. The hospitals will gain patients to serve.
However, the reduction of the federal spending on healthcare will bring more burdens into the
healthcare industry, especially on small business. With the reduction of federal spending, the
healthcare providers provide better healthcare with lower costs. It may be a challenge for the
healthcare industry.
The healthcare industry is one of the fastest growing industries with stable revenues and
profits, and higher level of employee rate in the United States. Economic, political and demographic
segments can affect the healthcare industry. The economic recession can decrease the revenues and
demand of the healthcare industry. The passage of laws, such as PPACA, can bring some
opportunities and challenges to healthcare industry. Otherwise, with the growing number of aging
people and baby boomers generation, the demand of healthcare increased year by year.
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2. What are the firm’s strengths and weaknesses? What does the firm have a
sustainable competitive advantage in? Who should the firm pursue a joint venture with?
King’s Daughters have many strengths. The first of these strengths is the financial stability
the organization has. With the economic downturn, there were many factors influencing the health
system in the external environment. This resulted in a decrease in revenue. The health system did an
admirable job of reducing their expenses during this time. This reduction in expenses resulted in a
greater net profit than the previous year. The heath system has solid leadership that continues to
expand and grow the business into other markets. This increases the potential market share for
King’s Daughters. The technology that King’s Daughters have been able to obtain is strength.
Weaknesses that King’s Daughters have include the hit to their reputation resulting from the layoffs
that happened earlier in 2012. A weakness is the contract that they signed with Philips healthcare
that limits their options with suppliers.
King’s Daughters has sustained a competitive advantage of, again, their financial stability.
This is rare, valuable, and costly to imitate for competitors. The fact that King’s Daughters
diversified their product into the retail, transportation, and insurance industry is also a competitive
advantage. This shows a productive corporate-level strategy is in place at King’s Daughters. One
competitive advantage for King’s Daughters is their knowledge their people possess. The Learning
and Organizational Development department and administrative department share knowledge to the
entire organization.
I do see an opportunity for a joint venture for King’s Daughters. MTS is the primary
ambulance service besides KDMT in Boyd County, Kentucky. This opportunity is shown in the
graph below:
Joint Venture with MTS ambulance
Potential benefits:
1. KDMT is only a few years old, so they do not have the amount of ambulances that MTS
has.
2. MTS does not own a helicopter. It uses other emergency transportation services’
helicopter when necessary.
3. Could utilize one dispatch center for both services, which would cut administrative costs.
Costs: 1. The deal could cost more for KDMT because the equipment is newer than that of
MTS.
Risks: 1. Lack of trust between the two companies.
2. King’s Daughters Health Systems typically does not want to facilitate other companies.
(They do not play well with others).
Should move ahead? Yes, if both sides are willing the benefits outweigh the risks.
3. What is the firm’s business-level strategy? Is the firm using a blue ocean strategy?
The potential customers tend to be acutely sensitive about the reputation of the hospitals if
they are in need of services. Medical payments are usually expensive and they do not want to waste
time and money to change to other hospitals after receiving unsatisfactory services. King Daughter
has gotten high rating in reputation due to the number of awards and patients’ feedback. It makes
KDMC a differentiator in the local service area. Some of reasons for King Daughter to decide to
follow the Differentiation strategy are that customers in the healthcare industry are less sensitive in
price and willing to pay more to get better services. The fact in medical services is the more a person
pays the better service a person gets. The other reason is that most of hospitals around King
Daughter provide the same medical cares without high quality of specialty care. So King Daughter
would like to become the differentiator who provides unique care with the guarantee of high quality.
Page 37 of 39

However, the Differentiation Strategy creates some risks for the firm. First, the price difference
between King Daughter’ service and the cost leader’s service is little too large. For example, the
medical payment for Revision of hip or knee replacement w CC in King Daughter is much more
expensive than Our Lady of Bellefonte’s and St. Mary ($18,803, $15,058, and $14,726 respectively).
Second, customers might be disappointed when they do not receive expected values after paying
more than cheaper hospitals. Hence, to maintain the differentiator position, King Daughter must
maintain the required quality of service in all times to avoid losing patients and reputation. Based on
the business-level strategy, which is becoming the leader of healthcare in the region, King Daughter
has developed the marketing strategy to support the business-level strategy. They have the
Marketing and Public Relations Department, which is responsible for internal and external mass
communication from the medical center. The marketing channels are advertisement on television,
radio, and newspaper; website advertisement and management; celebration of noteworthy events;
media relations, etc. The diversification and management of these marketing channels has made the
effective marketing strategy.
King Daughters has a strong competitive position in the region. Furthermore, KDMC
acquires high market share in its service area. Its stable market share of the six-county primary area
(Greenup County, Kentucky, and Portsmouth Ohio) is about 40.6% and of the six-county secondary
area (Louisa, Paintsville, Prestonsburg, and Martin County, Kentucky) is 10.9% (Moody’s Investor
Service). According to the Kentucky Healthcare Market Report 2012, KDMC is one of 24 rural
hospitals in Kentucky. Its size is just small than few bigger hospitals such as Baptist Hospital East
(519 beds), Jewish Hospitals (1012 beds), Norton Hospital (1263 beds), and University of Kentucky
Hospital (643 beds). The occupancy rate (62%) is just smaller than the other 9 hospitals out of 24
urban hospitals. Significantly, the net income in 2010 was ranked the 4th highest net income with
the amount of $28,353,409. It proved the remarkably strong competitive position in the Kentucky
healthcare market. Based on the statistical analysis of different reports, we can come to the
conclusion that KDMC play a pivotal role in providing medical cares in the area among three states
(Kentucky, Ohio, and West Virginia). As KDMC’s strengths in quality of services, reputation, and
high market share, it has continually advanced the competitive position in the healthcare market in
the future.
King Daughter is not pursuing the Blue Ocean strategy because the uncontested market
spaces in the healthcare industry has not been discovered yet at this time. In another word, there is
currently no new demand for medical services.
4. Is the firm diversified? What are its ethics and values? Is the firm optimally
organized?
King Daughter is diversified into other industry, which is health insurance. The uninsured
patients have been increased since the crisis of the economy has caused the increase of the
unemployment rate; especially West Virginia has low average income in the United States. The
number of uninsured adults in Kentucky in 2011 was 219,800. The number of adults received
Medicaid was 195,700 in Kentucky. Therefore, King Daughter decided to engage not only in the
healthcare industry, but also in the insurance industry. Corporation adopted a self-insured plan,
which is Malpractice Insurance for professional liability coverage as of July 1, 1976. The plan is
administered under an agreement with a bank. Integrated Health Insurance is a company that offers
malpractice insurance to the physicians of King’s Daughters. The hospitals believed they could make
more money because of treating the decreased number of the uninsured patients. The insurance
companies gain strong support by House and Senate. The PPACA help the low income Americans
pay for insurance. The main purpose of the PPACA is reducing the spending on health care and
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decreasing the amount of lower-income residents without insurance in the United States. Moreover,
King Daughter is also self-insured for the company’s compensation.
Engaging into the healthcare industry, King Daughter and other hospitals are considered to
bring benefit and ethic to the communities and environment in term of healthcare. The purpose of
King Daughters is to care, to serve, and to heal the health of communities. The other industries are
considered to be unethical because their products or services bring adverse effects to the
environment and human health. For example, the oil and gas companies have been criticized for a
variety of environmental and human rights abuses; cigarette manufacturers are unethical companies
due to the impacts to human health; and for those construction companies have been destroyed
forests for construction purpose.
King Daughter is well organized due to the effective allocation of resources. One of the
methods to build the effective organization is the establishment of the Learning and Organizational
Development department. KDMC team members are regularly trained by the Learning and
Organizational Development in order to perform their duties and continue to develop successful
customer service skills. This department will be responsible for teaching leadership courses, nursing
education courses, medical education courses, training courses, and customer service courses.
Through these courses, employees of KDMC will be updated the most recent healthcare issues and
the patient behavior and needs in order to improve patient satisfaction.
5. What about the additional areas?
The additional areas that help King’s Daughters sustain success in the market are the
technology that they obtained, the quality they have, and the marketing they use. The technology
that they obtained includes the best electronic health record on the market, EPIC. This technology
alone gives them an advantage over most competitors because of the level of data sharing that is
now possible. The quality of King’s Daughters is typically higher than that of the state of Kentucky
and on a national level. This is illustrated with the quality measures that they display on their website.
The future of the quality looks promising for the health system with the adoption of the “Zero
Defects” program. This is a strategy that is rare in the healthcare field. The marketing for King’s
Daughters is another additional area that helps them successful. They are consistently trying to build
and spread their reputation. The reputation of the healthcare system did take a hit because of the
recent layoffs. This, however, means that it is even more pertinent to utilize marketing to recover
some service from customers that may have been turned off by the bad publicity.
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